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Question 1:

This preliminary views document presents two views of an accounting
standard for social insurance. The key difference between the views is the
timing of expense and liability recognition for social insurance programs.
Which obligating event do you believe creates a liability and expense that
should be recognized? Please provide the rational for your answer.

Response 1:

VA believes that the obligating event that creates a liability and expense that
should be recognized is when the participants have met all eligibility
requirements and the benefit amount is due and payable.

The rationale is that that federal social insurance abligations are somewhat
different from traditional liabilities. Future scheduled social insurance benefits
are neither present obligations of the federal government nor contractual
commitments of the federal government. In addition, benefits for individuals are
not directly tied to taxes they have paid, i.e., benefit entittements are non-
exchange transactions.

Question 2:

Do you believe that the Social Security and Medicare obligations are
measurable for purposes of recording a liability after 40 quarters or
equivalent of work in covered employment as proposed in the Primary View
(see paragraphs16-18 and especially subparagraph 16g in the standard;
also see A54-A55 in the basis for conclusions)? Please provide the
rationale for your answer.

Response 2:

VA does not believe that the Social Security and Medicare obligations are
measurable for purposes of recording a liability after 40 quarters or equivalent of
work in covered employment as proposed in the Primary View.

Due to the fact that the federal government has the right to alter scheduled
benefits in any manner at any time, VA supports the Alternative View that the
government's power to change laws affects the existence of a present obligation.

Question 3.1;
Do you believe that the Primary View proposal to add line items to the SOSI
that tie to revised expense and liability amounts reported on the statement

of net cost and the balance sheet, respectively, should be adopted" Please
provide the rationale for your answers.
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Reasponse 3.1

VA does not believe that the Primary View proposal to add line items to the SOSI
that tie to revised expense and liability amounts reported on the statement of net
cost and the balance sheet, respectively, should be adopted.

Since VA does not believe that social insurance obligations are liabilities, they
should not be recognized on financial statements.

Question 3.2:

Do you believe that the reasons for changes in $08| amounts during the
reporting period should be reported and, if so, do you favor such reporting
(1) as proposed by the Primary View, (2) as proposed by the Altemnative
View, or (3} some other approach? Please provide the rationale for your
answers.

Response 3.2:

VA believes that the reasons for changes in SOSI amounts during the reporting
period should be reported, as proposed by the Alternative View, cn an altemate
statement, which would reconcile the beginning and ending net present values
for social insurance programs and provide significant reasons for the changes.
There should also be a statement of fiscal sustainability. This information would
be useful to Congress and the public.

Question 4:

The Alternative View proposes that a statement of fiscal sustainability be
presented in the consolidated Financial Report of the United States
Govermment. The statement would be included as required supplementary
information. The new statement would provide sustainability information
on the entire Government, including information to assess the
sustainability of social insurance programs and information on
intergenerational equity. Do you believe the proposal should be adopted?
Please provide the rationale for your answer.

Response 4:

VA believes that there should be a statement of fiscal sustainability presented in
the consolidated Financial Report of the United States Government. This
information would be useful to Congress in making necessary changes to social
insurance programs.
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Question 5:

Do you believe that the Board should consider recognizing deferred
revenue for earmarked revenues in excess of related program costs?
Please provide the rationale for your answer.

Response 5:

VA believes that the Board should consider recognizing deferred revenue for
earmarked revenues in excess of related program costs, so as to match the
costs of federal programs with the provision of services year by year.

Question 6.1:

The Primary and Alternative Views include detailed guidance on
measurement (including selection of assumptions), display, disclosure and
required supplementary information. Please offer any comments that you
wish to make on the Primary View provisions.

Response 6.1;

VA does not concur with the Primary View because it does not believe that the
guidance on measurement, display, disclosure, and required supplementary
information are consistent with the definition of a liability,

Question 6.2:

The Primary and Alternative Views include detailed guidance on
measurement {including selection of assumptions), display, disclosure and
required supplementary information. Please offer any comments that you
wish to make on the Alternative View provisions.

Response 6.2;

VA concurs with the Alternative View that a liability and related expense for social
insurance programs should only be recognized when all eligibility requirerments
are met and benefits are due and payable to or on behalf of beneficiaries at the
end of the reporting period.
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